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§266.105

§266.105 Application requirements.

(a) Applications for approval as a HUD-
approved multifamily mortgagee. HFAs
that are not HUD-approved mortgagees
at the time of their application to par-
ticipate in the program under this part
must submit, concurrently, separate
applications for approval to participate
in the program and for approval to op-
erate as a HUD-approved mortgagee.
Application for approval as a HUD-ap-
proved mortgagee must be submitted
to HUD in accordance with the applica-
ble HUD requirements.

(b) Applications for participation in
program. Applications from HFAs for
approval to participate in the program
under this part will be submitted in re-
sponse to a notice published in the
FEDERAL REGISTER. The notice will in-
clude the required application exhibits
and any other information or docu-
mentation necessary for approval for
participation in the Risk-Sharing Pro-
gram.

[61 FR 7947, Feb. 29, 1996]

§266.110 Reserve requirements.

(a) HFAs with top-tier designation or
overall rating of “A” on general obliga-
tion bonds. An HFA with a top tier or
equivalent designation or an HFA with
an overall rating of ‘“A” on its general
obligation bonds is not required to
have additional reserves so long as the
HFA maintains that designation or
rating, unless the Commissioner deter-
mines that a prescribed level of re-
serves is necessary. If the designation
or rating is lost, the HFA must imme-
diately establish a reserve account
funded in accordance with the require-
ments set forth in paragraph (b) of this
section. The reserve account must re-
flect all loans in the HFA’s portfolio
endorsed under this part.

(b) Other HFAs. (1) For other HFAs, a
specifically identified dedicated ac-
count consisting entirely of liquid as-
sets (i.e., cash or cash equivalents or
readily marketable securities) must be
established and maintained in a finan-
cial institution acceptable to HUD.
This account may be drawn upon by
HUD and may be used by the HFA only
with the prior written approval of HUD
for the purpose of meeting the HFA’s
risk-sharing obligations under this
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part. The account must be established
prior to the execution of any Risk
Sharing Agreement under this part in
an initial amount of not less than
$500,000. Thereafter, the HFA must de-
posit at each loan closing and there-
after maintain the following additional
amounts in the dedicated account:

(i) $10.00 per $1,000 of the unpaid prin-
cipal balance that is equal to or less
than $50 million; plus

(ii) $7.50 per $1,000 of the unpaid prin-
cipal balance that is greater than $50
million and less than $150 million; plus

(iii) $5.00 per $1,000 of the unpaid
principal balance that is greater than
$150 million.

(2) The Commissioner may determine
that higher levels of reserves may be
necessary.

§266.115 Program monitoring and
evaluation.

(a) HFA certifications. HUD will rely
heavily on the certifications required
of an HFA under this part and such ad-
ditional certifications as the Commis-
sioner may require in his or her admin-
istrative procedures. An HFA’s contin-
ued participation in the program is
predicated upon compliance with these
certifications and its recommending
for endorsement only those mortgages
that comply with requirements of the
program, including the HFA’s origina-
tion, underwriting and closing proce-
dures incorporated by reference into
the Risk-Sharing Agreement.

(b) Monitoring and evaluation. Moni-
toring and evaluation activities will
focus on compliance with program re-
quirements and performance of the
HFA in meeting program objectives of
providing affordable housing. They will
enable HUD to evaluate the effective-
ness of the program as required by sec-
tion 542(d)(3) of the Act.

(c) Responsibility for monitoring and
evaluation. The Commissioner or his or
her designee will be responsible for
overall program monitoring and eval-
uation.

(d) HF A submissions. (1) For each loan
insured under this part, basic under-
writing and closing information must
be submitted in a format specified by
HUD and must accompany the closing
docket submitted in accordance with
§266.420(b). Information relative to
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